Ninety-Ninth Legislature - Second Session - 2006

Committee Statement
LLB 488

Hearing Date: January 31, 2005
Committee On: Business and Labor

Introducer(s): (Business and Labor Committee)
Title: Change unemployment insurance weekly benefits and combined tax provisions

Roll Call Vote — Final Committee Action:

Advanced to General File

Advanced to General File with Amendments

X  Indefinitely Postponed

Vote Results:
7 Yes
0 No

0  Present, not voting
0 Absent

Senators Cunningham, Combs, Chambers, Preister, Kremer,
Burling and Schimek

Proponents:

Grace Honeywell
Fernando “Butch” Lecuona
Ken Mass

Opponents:

Neutral:

Ron Sedlacek
Bob Hallstrom
Terry King

Brendon Polt
Jim Otto
Kathy Siefken

Representing:
Introducer

Department of Labor
Nebraska State AFL-CIO

Representing:

Representing:

Nebraska Chamber of Commerce

National Federation of Independent Business
Nebraska Chapter, Associated General
Contractors

NE Health Care Association

NE Retail Federation/ NE Restaurant Association
NE Grocery Industry Association

Summary of purpose and/or changes: LB 488 is brought on behalf of the Department of Labor
as one of their priority legislative proposals for 2005. The Department states that the passage of
this bill, or language similar to it, is essential to the long-term solvency of the Unemployment
Trust Fund (UTF). This bill freezes unemployment insurance benefits for years 2006 and 2007

Committee Statement: LB 488
Business and Labor Committee
Page 1



in order to allow the trust fund to grow, and caps the benefit in future years. It also increases the
taxable wage base from $7,000 to $9,000.

The provisions under this bill were included in the unemployment insurance reform
legislation during the first session under LB 739, which passed and went into effect on October
1, 2005.

Technical Details:

Section 1: amends § 48-601; provides that section 4 of the bill will be included in the
Employment Security Law along with all other unemployment program statutes;

Section 2: amends § 48-602(29); removes the cap on taxable wages from 48-602, a definitional
section, to new section 4 of LB 488, which will be applicable to only the amount of wages which
are subject to unemployment taxes;

Section 3: amends § 48-624; it places a freeze on the maximum weekly unemployment benefit
amount for 2006 and 2007, at $288, the maximum weekly benefit amount in 2005; beginning in
2008, the freeze would come off, but further increases in the maximum weekly benefit amount
could not exceed the lesser of ten dollars per week over the previous year’s maximum weekly
benefit amount or, one-half of the state average weekly wage; it is projected that the freeze
would reduce payments for unemployment benefits by $2 million per year in 2006 and 2007.

Section 4: applies to §§ 48-648 & 48-649; would increase the taxable wage base for
unemployment insurance taxes from $7,000 to $9,000 in 2006; allows the Commissioner of
Labor to set the maximum taxable wage base by regulation thereafter; the Commissioner could
not increase or decrease the maximum taxable wage by more than $500 per year; in addition, the
Commissioner could not set the maximum taxable wage base at less than $7,000 (the federally
mandated minimum) or more than one-half of the state average weekly wage. Assuming that
2005 tax rates are used in 2006, this proposal would generate approximately $26 million in
additional revenues in calendar year 2006. The amount generated in calendar years 2007 and
beyond would be dependent upon the actual tax rate imposed and any increases or decreases in
the maximum taxable wage base made by the Commissioner.

Section 5 merely changes an internal reference in Neb. Rev. Stat. §48-669 required if the
changes proposed for Neb. Rev. Stat. §48-624 in LB 448 are adopted.

Explanation of amendments, if any:

Senator Douglas Cunningham, Chairperson
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